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SECTION 1
EMPLOYEE BID BACKGROUND

1.1 INTRODUCTION

The San Diego Water Department - Customer Support Division (hereinafter referred to as Customer
Support) volunteered to undergo a Bid to Goal productivity initiative as part of the City of San Diego’s
Optimization Program. The Bid to Goal program was originally developed as a pilot methodology by the
Metropolitan Wastewater Department (MWWD) to achieve the objectives of organizational
competitiveness. Management and labor partnered in submitting this proposal to the City of San Diego
(City) City Manager. The proposal to implement Bid to Goal reflected joint interests as well as
significant savings opportunities for the City. In Fiscal Year 2005, the Water Operations Division
initiated a Bid to Goal program. The Customer Support Team’s Employee Bid was developed by
applying the techniques, procedures, and methodologies employed in MWWD and Water Operations’
Bid to Goal Programs. The Customer Support Team’s Employee Bid is presented in Sections 2 and 3 of
this document.

The Customer Support Team’s Employee Bid results in City employees continuing to manage and
provide customer service operations and follows directly from its primary and governing reference
document, the Bid to Goal Memorandum of Understanding (MOU), which is approved by the City
Council (see Appendix A). The MOU sets forth the basic ground rules for an agreement between the
Mayor on behalf of the City of San Diego, the Water Department Director, and the Customer Support
Division management team and employees, hereinafter referred to as the Customer Support Team.
The Customer Support Team is comprised of employees represented by Local 127 of the American
Federation of State, County, and Municipal Employees (AFSCME Local 127) and employees
represented by the San Diego Municipal Employees Association (MEA). Also included in the
Customer Support Team are classified Unrepresented employees and the Customer Support
Management Team.

The Employee Bid is intended to be responsive to the MOU, providing complementary detail and
procedural information. It was developed, reviewed, and approved by the Customer Support Team Bid
to Goal Steering Committee. Strategies for savings and performance improvement as well as
performance accountability measures were developed and recommended to the Customer Support Team
Bid to Goal Steering Committee and the Customer Support Division’s Management Team by the
Performance Improvement Teams (PITs). The PITs were formed by employees from each of the in-
scope sections of the Division.

1.2 SUMMARY OF THE WATER DEPARTMENT/CUSTOMER SUPPORT TEAM’S EMPLOYEE BID

Table 1.1, entitled Projected Budget Objectives and Savings, presents the Baseline, Projected Budget
Objectives, and resultant Savings, which total approximately $3.19 million during the term of this
Employee Bid. Section 2 of this document presents the basis for this Customer Support Team’s
Employee Bid, and Section 3 presents the basis for the Budget Objectives that were used to develop this
Employee Bid.



Table 1
Projected Budget Objectives and Savings

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Baseline $23,277,000 $24,208,000 $25,176,000 $26,183,000 | $27,230,000
Budget $23,294,000 $24,329,000 $24,453,000 $24,869,000 | $25,938,000
Objectives
Savings ($17,000) ($121,000) $723,000 $1,314,000 $1,292,000

The Budget Objective of the Employee Bid ties the Customer Support Team’s performance to the Water
Department’s Mission “to provide San Diego with Safe, Reliable, Cost-Effective Water and Outstanding
Customer Service in an Environmentally Sensitive Manner” and its Vision “to be a ‘Best-in-Class’ water
utility for our customers.”” Customer Support Team performance and service levels will be measured to
document that the Customer Support Team is providing the community with outstanding customer
service, while the performance targets will lead to achieving the goal of becoming a Best-in-Class water
utility for our customers. Table 1.2 presents the Budget Objective for the Customer Support Team.

Specific initiatives included in the Budget Objective are:

o Effective use of technology:
o Customer Information System (CIS) implementation.
o Automated Meter Reading System (AMR) Implementation (Phase I).

Description

Table 1.2

A partially budgeted Pay for Performance Program.
Rigorous performance measurement and tracking.
Reallocation of the Community Forest Initiative.
Enhanced Commitment to improved training.
Reduction in City-maintained, privately-owned backflow devices.

Budget Objectives for Customer Support

FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

Division Administration $ 1,938,000 % 1943000 % 1,947,000 3% 1,933,000 |3 1,943,000
Water Resources Management [ $ 2,155,000 | $ 2,241,000 [ $ 2,165,000 |$ 2,170,000 | $ 2,176,000
Customer Services Office $ 6,817,000 % 6,855,000 % 6,542,000 $ 6,096,000 | $ 6,138,000
Field Services & Investigations $ 3,554,000| % 3,561,000 |$ 3,450,000 |$ 3,455,000 |$ 3,461,000
Meter Services $ 7,436,000 | % 7,144,000 $ 7,036,000 $ 6,996,000 | $ 6,995,000
Pass-through Costs $ 567,000 |$ 822000]% 667,000({$% 660000]|% 658,000
Subtotal $ 22,467,000 | $22,566,000 | $21,807,000 [ $21,310,000 | $21,371,000
Inflation Allowance $ 827,000 % 1,763,000 $ 2,646,000 [ $ 3,559,000 | $ 4,567,000
TOTAL $ 23,294,000 | $24,329,000 | $24,453,000 | $24,869,000 | $25,938,000




1.3 EMPLOYEE BID BUDGET OBJECTIVE COMPONENTS

The Budget Objective presented in Table 1.2 is divided into two components for the purpose of
performance auditing. The two components are 1) the Fixed Budget Objective, and 2) the Pass-
through Budget Objective.

1.3.1 The Fixed Budget Objective

The Fixed Budget Objective represents the cost elements of the Employee Bid that do not fluctuate
based on actual results, other than an annual adjustment for inflation. The actual results of the
cumulative fixed costs are compared to the Fixed Budget Objective to determine savings eligible for
transfer to the Assurance Fund.

1.3.2 The Pass-Through Budget Objective

The Pass-Through Budget Objective represents the cost elements of the Employee Bid that are
permitted to fluctuate based on actual results. The Pass-Through Budget Objective generally
represents costs that are subject to price or demand volatility and influences out of full control of the
Customer Support Team, such as payments to customers for vouchers in the Water Resources
Management Section. Actual performance with respect to the Pass-Through Budget Objective is not
a factor for the determination of Assurance Fund transfers. No transfers to the Assurance Fund shall
be made from savings against the Pass-Through Budget Objective. The Summary of Pass-Through
Costs is listed in Table 2.5, Section 2.2.11, of this Employee Bid.

14 ASSURANCE FUND TRANSFERS, GAINSHARING, AND PAY FOR PERFORMANCE AWARDS

In accordance with the MOU, 50 percent of additional savings resulting from actual performance at
costs below the annual Fixed Budget Objective shall be placed in an Assurance Fund. The Assurance
Fund may be used for purposes outlined in Section IV.D. of the MOU, including Gainsharing and
Pay for Performance incentive awards. Assurance Fund expenditure parameters and limitations shall
be developed by the Labor/Management Committee in accordance with this Employee Bid and
MOU.

1.4.1 Maximum Gainsharing Amount Per Customer Support Team Employee

The maximum permitted annual Gainsharing payout per employee shall be $2,000 (net after taxes)
for Fiscal Year 2007, and shall not exceed $3,000 (net after taxes) annually in Fiscal Years 2008
through 2011, subject to the availability of monies in the Assurance Fund. Subsequent to a
determination that the Customer Support Team as a whole is in Substantial Conformance with the
terms and conditions of this Employee Bid as described in Section 1.6.1, recommendations for
annual Gainsharing payouts are made by the Customer Support Team Labor/Management Committee
and are subject to approval by the Water Department Director. In order to be eligible for awards,
employees must not be on a Performance Development Plan on June 30™ of each fiscal year.

1.4.2 Approvals of Transfers to the Assurance Fund

Transfers to the Assurance Fund are subject to approval by the Water Department Director pending
verification of availability of funds by the Office of the City Auditor and Comptroller, based on the
independent auditor’s review of the Additional Savings as described in the MOU. Performance to
the requirements in the Employee Bid shall be included in the Performance Accountability Reports



described in Section 2.2.8.4 of this Employee Bid. A copy of the Annual Performance
Accountability Report shall be provided to the City Auditor and Comptroller prior to the City
Auditor and Comptroller’s verification of availability of funds in the Assurance Fund.

1.4.3 Pay for Performance Awards

In addition to the Gainsharing program described in this Section, the Customer Support Management
Team will institute a Pay for Performance Program for the employees of the Customer Support Team
functional areas: Customer Services Office, Field Services and Investigations, Meter Services, Water
Resources Management, and Division Administration.

1.4.3.1 Maximum Pay for Performance Amount Per Customer Support Team Employee

The maximum permitted annual Pay for Performance payout per employee shall be $1,000 (net after
taxes) for each of Fiscal Years 2007 through 2011 subject to the availability of monies in the
Assurance Fund. Annual Pay for Performance payouts are subject to the Customer Support Team
meeting performance measures established by June 15 prior to the beginning of each fiscal year for
the term of the Employee Bid.

1.4.3.2  Goal for Pay for Performance Incentive Awards

The goal of the Pay for Performance Awards is to improve operational performance by providing
cash incentives to employees for achieving specified performance goals. Cash incentives are subject
to fund availability as described below. In order to be eligible for awards, employees must not be on
a Performance Development Plan on June 30" of each fiscal year.

1.4.3.3  Criteria for Designing a Pay for Performance Awards Program

Customer Support Team employees in the functional areas listed above taking part in the Pay for
Performance program will be eligible for awards.

Pay for Performance awards for individual sections will be contingent upon a determination that that
Section within Customer Support is in Substantial Conformance with the terms of this Employee Bid
as described in Section 1.6.1.

Specific measurable levels of performance will be required for an award. Performance measures for
each functional area will be established by June 15 of the year prior to the fiscal year for which the
performance levels will be measured during the term of the Employee Bid. Established performance
measures for each Fiscal Year are available at CS.

Performance levels will be measured for each year of this Employee Bid and will be reported on a
monthly basis to the Customer Support Director and Assistant Deputy Director. The results of the
monthly reports will be distributed for publication in Customer Support.

Annual Pay for Performance payouts are based on the percentage of goals achieved by the functional
area during the year and subject to availability of funding as described below.

1.4.3.4 Funding for the Pay for Performance Award

The Employee Bid includes a budget line item for Pay for Performance awards in Fiscal Year 2008
(for Fiscal Year 2007 performance), and 50 percent of the Pay for Performance maximum award in



Fiscal Years 2009 (for Fiscal Year 2008 performance) through 2011. For any given fiscal year, the
cumulative dollar value of Bid to Goal awards issued will be limited to the budgeted dollar amount
(for Fiscal Years 2008 through 2011 awards) available the Assurance Fund balance (Fiscal Year
2009 and beyond).

1.5 ADJUSTMENTS TO THE EMPLOYEE BID AND/OR BUDGET OBJECTIVE

1.5.1 Background

In Sections V.B., Budget Performance Monitoring, and V.C., Uncontrollable Events/Changes in
Law, of the MOU, the parties acknowledge that circumstances can occur that could require a
negotiated adjustment to the Employee Bid. MOU Section V.C. also lists several events qualifying
for Employee Bid adjustments. Furthermore, this Employee Bid contains references to potential
conditions or situations that may warrant adjustments to the Employee Bid.

1.5.2  Process for Submittal and Approval of Employee Bid Adjustments

Step 1 — Early Notification: Upon determination by the Customer Support Team of an event or
situation that may qualify for an Employee Bid adjustment, the Water Department Director shall
notify the Mayor’s and/or his designee in writing. The written notice should include a description of
the nature of the event and an estimate of the requested adjustment/fiscal impact.

Requests for Employee Bid adjustments should be made early, upon identification of a potentially
qualifying event. Requests submitted late in the year may result in a delay of the annual audit.

Step 2 — Review: The request will be reviewed by the Mayor and/or his designee. Depending on the
nature of the request and the details of the review, the Mayor and/or his designee may take one or
more of the following actions:

e Request additional information from the Customer Support Team.

e Meet with Customer Support Management and/or the Labor-Management Partnership
Committee to review the request.

e Convene a meeting with all relevant parties to review the request.

Step 3 — Finding: After reviewing the request and additional information if any, the Mayor and/or
his designee will make one of the following determinations:

e Approve the requested adjustment without requiring an Amendment to the Bid.

e Request an Amendment to the Bid. The Customer Support Team would be required to
prepare an Amendment to the Employee Bid and obtain signatures from all parties to the
agreement.

Step 4 — Resolution: Adjustments approved per Step 3 shall be documented in subsequent applicable
Performance Accountability Reports. All adjustments are subject to independent validation by an
independent auditor. Adjustments with incomplete or improper fiscal documentation may not be
accepted by the independent auditor. It is the responsibility of the Customer Support Management
Team to properly and completely document all requested adjustments.

All requests for Employee Bid Adjustments and/or Employee Bid Amendments must be resolved
before the annual audit can commence.



1.6 THE ROLE OF THE MAYOR’S DESIGNEE AS CONTRACT ADMINISTRATOR

The Mayor, at his discretion, may appoint an individual from the Business Office and Support
Services to serve as the Mayor’s designee to administer this Customer Support Team Employee Bid
agreement for the City. All issues and changes pertaining to this Employee Bid are subject to review
and approval by the Mayor’s designee, the Water Department Director, the Deputy Chief of Public
Works, and the Mayor.

1.6.1 Substantial Conformance with the Employee Bid

Substantial Conformance for purposes of this Employee Bid conveys the Customer Support Team’s
intent to achieve the Service Level Requirements outlined in Section 2.2.6. However, it must be
acknowledged that due to unforeseen circumstances these requirements could be substantially,
largely but not wholly, met by the end of each year. The process and criteria for determining
whether CS has met Substantial Conformance is described below.

A.  Within thirty (30) calendar days on the end of any fiscal year, CS shall notify the
Mayor or his designee in writing that CS is in Substantial Conformance with the Service Level
Requirements listed in Section 2.2.6 of this Employee Bid and request that a determination of
Substantial Conformance with the Employee Bid be made in writing. CS shall attach to this
notification a Service Level Requirements Table listing the Service Level Requirements of the
Employee Bid and the actual performance achieved by the Customer Support Team.

B.  Within thirty (30) calendar days after CS’ notification, the Mayor or his designee shall
in consultation with the Water Department Director make an evaluation of the performance of the
services provided in accordance with the Employee Bid to determine the status of conformance.
Such determination should be made for CS as a whole as well as Section by Section.

C. If the Mayor or his designee considers the services provided are substantially, as
defined above, in conformance with this Employee Bid, the Mayor or his designee will deliver a
written determination of Substantial Conformance. In the alternative, the Mayor may deliver a
tentative determination of Substantial Conformance listing any minor non-conformance items to be
corrected.

D. Inresponse to a tentative determination of Substantial Conformance, Customer Support
will deliver to the Mayor or his designee a written plan as to responsibilities and time tables for
correcting minor non-conformances with the Employee Bid. The Mayor or his designee after
approval of this written plan for correcting minor non-conformances shall issue a written
determination of Substantial Conformance provided: i) the written plan for correcting minor non-
conformances is credible, ii) the non-conformances are minor items and do not significantly impact
Water revenues, iii) the non-conformances are minor items and do not significantly impact customer
service. If the determination of Substantial Conformance, or notification of reason(s) for disapproval
of the written plan as to responsibilities and time tables for correcting minor non-conformances from
the Mayor or his designee is not received by the Customer Support Team prior to the submission of
the Annual Performance Accountability Report in accordance with Section 2.2.8.4 of the Employee
Bid, then the Customer Support Team shall be deemed in Substantial Conformance with the
Employee Bid.



E. Subsequent to a determination that Customer Support as a whole is in Substantial
Conformance with the terms and conditions of this Employee Bid as described in paragraphs C and
D, recommendations for annual Gainsharing payouts are made by the Customer Support
Labor/Management Committee and are subject to approval by the Water Department Director per
Section 1.4.1 above.

F.  Subsequent to a determination that an individual Section is in Substantial Conformance
with the terms and conditions of this Employee Bid as described in paragraphs C and D,
recommendations for annual Pay for Performance payouts are made by the Customer Support
Labor/Management Committee and are subject to approval by the Water Department Director per
Section 1.4.3 above.

1.7 BIiD APPROVAL

Customer Support Team submission, Water Department approval, and City of San Diego acceptance of
this Employee Bid are indicated by appropriate signatures below. When this page is fully executed and
dated, the Employee Bid is accepted and the Bid to Goal program is initiated.

SUBMITTED FOR THE CUSTOMER SUPPORT TEAM

Alex ﬁu&

Date:

M:chaXl Bresnahan ) T
Assistant Deputy Director

APPROVED FOR WATER DEPARTMENT

Date:

J.M. Bae '
Water Departinent Director

ACCEPTED BY THE CITY OF SAN DIEGO

Approved per
Reso# 302551 Date:

Jerry Sanders
Mayor




SECTION 2

EMPLOYEE BID BASIS

2.1 INTRODUCTION
2.1.1 General

The Customer Support Team developed this Employee Bid with the intention of sustaining the most
balanced and advantageous approach to providing customer service operations in the best interests of
public health, safety, welfare, environmental protection, and community economic interests.

For the purpose of this Employee Bid, the following Customer Support Sections are within the scope
of services provided “in-scope” by the Customer Support Team:

Customer Services-Office

Field Services and Investigations
Meter Services

Water Resources Management
Division Administration

The Customer Support Team shall establish a headquarters site located in the City to house most
administrative functions. Facilities are currently located at 600 B Street, San Diego, California,
92101. The Customer Support Team headquarters site and the other sites for operations may be
relocated upon written approval of the Mayor. Any costs associated with such relocation shall be
excluded from the scope (out of scope) of this Employee Bid.

The Customer Support Team’s actual costs to manage, support, operate, and maintain the Customer
Support activities for the System will be tracked and reported in relation to the Budget Objective.

Excluded from the scope of this Employee Bid (out of scope), unless specifically noted, are the
following services or facilities:

Activities of other Water Department Divisions and Sections

Activities of the Information Technology Section of the Customer Support Division

Any new facility not presently on-line or named within this document

The North City and South Bay Water Reclamation Plants

Water Department CIP Projects and System Modifications not presently on-line or named
within this document

e Support for excluded facilities and activities (such as relocation costs)

2.1.2  Description of In-Scope Facilities

In accordance with this Employee Bid, the Customer Support Team shall administer, operate, and
maintain the customer services functions defined in Table 2.2, Quantifiable Levels of Service, for the
water system with a service area of 403 square miles, including the City of San Diego and
surrounding jurisdictions, municipalities, and areas in the region. In these areas there are outlying
facilities in other jurisdictions. Customer Support serves a population of approximately 1,305,736



(San Diego Association of Governments, January 2005) plus a portion of the population in other
service areas including the City of Del Mar and areas served by Cal-American. The recycled water
system receives recycled water from two facilities (North City Water Reclamation Plant and South
Bay Water Reclamation Plant, which are not in-scope for Customer Support). Customer Support
operates and maintains the recycled water system. This Employee Bid defines the duties and
responsibilities with the associated costs by the Customer Support Team for the Budget Objective.

2.1.3 Base Levels of Service, Risk and Associated Cost Responsibility

2.1.3.1 Level of Service

The Employee Bid is presented for customer services for the System at currently sustained Fiscal
Year 2006 service levels, or as specified herein.

2.1.3.2 Risk Management and Cost Responsibility

A basic principle of Contract Operations, whether private or public, is the concept of risk
management and associated allocation of cost responsibilities. In order to realize the benefits of
reduced costs using competition-driven technologies and operating techniques, this Employee Bid
proposes an allocation of cost responsibilities in a manner similar to allocations commonly found in
the private contract operations industry.

The following Table 2.1 presents Examples of Cost Responsibilities of the Customer Support Team’s
In-Scope Items (those that are the responsibility of the Customer Support Team in return for the
funds included in the Budget Objective) and Out-of-Scope Items (those that are outside the scope of
the Employee Bid). Should any “in-scope” issues occur, the Customer Support Team assumes
responsibility without a request for additional funding. However, should any of these Out-of-Scope
or similar issues occur, the Customer Support Team would be entitled to an adjustment in the Budget
Objective.

Table 2.1
Examples of Cost Responsibilities of Customer Support Team’s In-Scope and Out-of-Scope ltems
In-Scope ltems I Exampie
To Customer Support Sections

Customer Support Staffing Salaries, benefits, overtime
Postage Limited to current postal rates
Meter Replacements Meter Replacement Program
Routine Maintenance Large meter calibration, Backflow devices
Predictive Maintenance Meter testing: program
Normal Equipment Repairs and Replacement Replacement or repair of equipment when worn out
Regulatory Coordination/Reporting Dealing with routine regulatory issues and inspections
Utilities Bills for electrical, water, and sewer usage costs




Out-gf-Scope Itemé

Normal Escalation, Salary Changes, and Inflation above
four (4) percent

EXamp_Ie

Limit of 4 percent per year of each functional area’s cost inflation
is within scope

Increase in the Number of Recycled Water Facilities

The QLS Table 2.2 lists the facilities included in-scope. New
facilities costs are out of scope.

Implementation Costs for Initiatives Such as CIS and AMR

Automation infrastructure costs are out of scope. Customer
Support Team's personnel costs are in scope.

Capital Improvement Projects

Additional Capital Improvements not listed in Table 2.3.

Changes in Service Levels and Guidelines

Employee time or Customer Support resources, beyond current

levels, for activities that are mandated by the City but are not
associated with core functions as defined within the Employee
Bid.

Costs for Breakdowns of Equipment Breakdowns of major equipment or capital assets.

Modifications implemented at the request of the City or Customer
Support to anticipate or address system obsolescence.

System Modifications

Costs associated with filling behind employees on leave for
greater than 60 consecutive days.

Employees on Long-Term Leave

Audits and feedback in regard to review of the internal quarterly
reports and the Annual Report.

Independent Auditor Costs

2.2 SERVICE LEVEL AGREEMENT

This Employee Bid is presented for Customer Support services for the System. Minimum levels of
service for Customer Support will be documented at the end of each year for the service indicators
identified in the Scope of Services, Section 2.2.6. Standard performance for each year of the
agreement will be projected for the term of the agreement and adjusted annually.

2.2.1 Memorandum of Understanding (MOU)

The MOU is the basis for the preparation of this Employee Bid. No material exceptions or
modifications to the MOU are offered, and the Employee Bid and levels of service proposed in this
Employee Bid are in accordance with the MOU. This Employee Bid includes implementation and
interpretive details regarding the policy statements contained in the MOU. Once the Employee Bid is
accepted, an agreement is operative for the continued provision of Customer Support functions.

2.2.2  Quantifiable Level of Service (QLS)

Certain assumed Quantifiable Level of Service values are the basis of this Employee Bid and the
Budget Objective. The QLS for the Employee Bid is presented in Table 2.2. No claim, based on
actual values differing from the QLS, for modification of the Budget Objective shall be made for
variations within the range from +5 percent to -5 percent of any value of the QLS. The Customer
Support Team and the City may modify, by mutual agreement only, the QLS and the Budget
Objective through amendment of this agreement.

10



Table 2.2
Quantifiable Level of Service (QLS)*

Fro7 | Fves | Fros | FYi0 | Frd

Meters, 2-inch and smaller Each 272,400 274,900 277.400 279,800 282,400
Meters, 3-inch and larger Each 1,285 1,317 1,350 1,385 1,420
Customer Accounts Each 269,600 272,000 274,400 276,800 279,200
Domestic Meters replaced Each 6,000 6,000 6,000 6,000 6,000
Recycled Water System: '
Distribution System Miles 80 82 82 98 106
Reservoirs Each 3 3 3
Pumping Stations Each 3 3 3 4 4
Pressure Reducing Stations Each 14 15 15 16 16
Pressure Zones Each 8 9 9 10 10
Valves Each 1,332 1,362 1,392 1,442 1,472
Meters Each 362 386 410 460 490
Backflow Devices City Maintained Each 2,600 1,400 1,400 1,400 1,400
Cross-connection devices managed:
Privately Maintained
Each 16,000 19,000 22,000 25,000 28,000
AMR Meters In-service Each 12,000 27,000 33,000 39,000 45,000

*Based on projections as of March 2006

2.2.3 Associated In-Scope Responsibilities

The Customer Support Team will be responsible for all associated aspects of the Customer Service
System, as set forth in this Employee Bid and under the MOU.

CITY POLICIES AND GUIDELINES. The Customer Support Team, subcontractors, agents, and
invitees will be required to comply with all City policies and guidelines. Any cost associated with a
change to City policies and guidelines during the term of this agreement is excluded from the scope
(out of scope) of this Employee Bid.

STORM_WATER. Storm water discharge from the System is regulated by various National
Pollutant Discharge Elimination System (NPDES) permits for storm water. The Customer Support
Team will operate the System in accordance with existing storm water NPDES permits and existing
storm Water Pollution Prevention Plans.

HAZARDOQOUS MATERIALS TRAINING (HAZMAT). The Customer Support Team shall comply
with existing City and other regulatory HAZMAT policies.

EMPLOYEE SAFETY. The Customer Support Team shall be responsible for basic site security,
such as maintaining fencing and locking gates at the level currently in place for the safety of
employees, through Customer Support Team members.
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TRAINING. The Customer Support Team shall ensure employees receive training opportunities to
maintain necessary certification or other qualifications to meet regulatory requirements.

STAFFING. The Customer Support Team shall provide qualified staffing for the System, including
supervisory staff, which maintains any certifications and qualifications necessary to comply with
regulatory requirements.

UTILITIES. The Customer Support Team's responsibility with respect to utilities will be as follows:

e Telephone service and electronic communication charges and associated taxes and
repairs.

¢ Water and sewer service charges and natural gas charges.
Electrical use for the System under Customer Support control.

REVENUE. Changes in revenues shall be accounted for as described in the MOU, Section V.B.

SPILLS. The Customer Support Team will be responsible for actions and costs associated with the
cleanup, reporting, and disposal of all spills at the site from Customer Support Team activities. It is
the responsibility of third-party contractors to correct deficiencies in performance associated ‘with
working on Customer Support activities. Except for incidental and administrative costs related to the
correction of deficiencies in performance by third-party contractors, the costs associated with such
deficiencies in performance shall be excluded from the scope (out of scope) of the Employee Bid.
Actions and costs associated with the actions, resolution of disputes, fines, monitoring, cleanup,
reporting, and disposal of all spills at the site from third-party contractors working on CIP activities
or any others shall be excluded from the scope (out of scope) of the Employee Bid.

Other on-site third-party contractors (e.g., CIP) shall be responsible for cleanup, reporting, disposal,
and all associated costs of all spills occurring as a result of their operations. The Customer Support
Team will facilitate emergency and urgent actions in this regard. Costs thus incurred shall be
excluded from the scope (out of scope) of the Employee Bid.

DISCHARGES. The Customer Support Team will be responsible for actions and costs associated
with the cleanup, reporting, and disposal of all discharges at the site from Customer Support Team
activities. It is the responsibility of third-party contractors to correct deficiencies in performance
associated with working on Customer Support activities. Except for incidental and administrative
costs related to the correction of deficiencies in performance by third-party contractors, the costs
associated with such deficiencies in performance shall be excluded from the scope (out of scope) of
the Employee Bid. Actions and costs associated with the monitoring, resolution of disputes, cleanup,
reporting, and disposal of all discharges at the site from third-party contractors working on CIP
activities or any others shall be excluded from the scope (out of scope) of the Employee Bid.

Other on-site third-party contractors (e.g., CIP) shall be responsible for cleanup, reporting, disposal,
and all associated costs of all discharges occurring as a result of their operations. The Customer
Support Team will facilitate emergency and urgent actions in this regard. Costs thus incurred shall
be excluded from the scope (out of scope) of the Employee Bid.

SOLID WASTE. The Customer Support Team shall be responsible for disposal of all solid waste
generated on-site from Customer Support Team activities, in accordance with all applicable
regulations. All costs for disposal of solid waste generated by third-party contractors working on
CIP activities, or any others, shall be out of scope.
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INSURANCE. The Customer Support Team shall furnish the required liability insurance as provided
by the City in accordance with the City's Risk Management policies. The costs of insurance are paid
by the Customer Support Team as a Pass-Through cost as discussed in Section 2.2.11 of this
Employee Bid.

TOOLS AND EQUIPMENT. The Customer Support Team shall furnish and maintain all tools and
equipment needed to provide customer services.

VEHICLES. The Customer Support Team shall manage the operation and pay for maintenance of all
City vehicles and other related equipment designated by the Customer Support Team for customer
services operations. The Customer Support Team may use privately owned vehicles to provide
services. Authorized drivers of privately owned vehicles operated for Customer Support Team
activities shall be reimbursed for all usage cost on a mileage reimbursement basis in accordance with
City Policy and respective labor contract.

EMERGENCY PLANS AND SAFETY PROVISIONS. The Customer Support Team shall adopt
and utilize the existing plans as prepared by the Water Department.

SAFETY PROGRAM. Customer Support Team shall adhere to federal, state, and City safety
programs in order to effectively minimize the potential for injury and property damage. All
modifications or procedural changes due to safety recommendations by City or other regulatory
agencies shall be deemed and treated as a Change in Law.

INFORMATION TECHNOLOGY (IT) SUPPORT. The Customer Support Team shall manage all
required information technology support to ensure continued efficient operations. The Customer
Support Team may elect to allow that such support (hardware and software) be provided through the
Water Department and the existing Water Department IT Section and/or San Diego Data Processing
Corporation. If the Customer Support Team elects to provide such services through means other than
the existing Water Department IT Section and/or San Diego Data Processing Corporation, it will be
responsible for all necessary hardware and software costs, including ongoing user support, as well as
developing the necessary links to the Water Department’s information systems to ensure continued
reliable and accurate operation of that system, all in accordance with the requirements of the MOU.

FACILITIES. The following areas and facilities available to the Customer Support Division are to
be provided to the Customer Support Team for its use and as specified below under “Building,
Grounds Maintenance, and Central Yards”: the 11" and 12" floors of the Comerica Building at 600
B Street; the 20" and B trailers; the Recycled Water Reservoirs at South Bay, Black Mountain and
Meanly Drive; the Chollas Meter Shop, including equipment parking and employee parking, and
approximately 20 percent of the parts storage yard (commonly known as the “Cherry Orchard”).

BUILDING, GROUNDS MAINTENANCE, AND CENTRAL YARDS. Areas as available to the
Customer Support Division within the existing Customer Support facilities are to be provided to the
Customer Support Team for its use. The Customer Support Team may elect to allow that such
building maintenance support be provided through the Water Department, its existing service
provider, City Facilities Maintenance, and other service providers.

The Customer Support Team shall not be responsible for managing the security of building and
grounds maintenance.
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The Customer Support Team shall provide and maintain portable building facilities, including
parking for personnel and City vehicles, located on the eastern border of the 20" and B yard. These
facilities and parking are for the use of the Restoration Crew. Parking facilities only, shall be
provided for the Code Enforcement, Sewer Classification, Meter Reading, and Field Investigation
units pursuant to current Water Department parking policies.

Areas used by the Meter Services Section at the Chollas yard will be made available for the
Customer Support Team’s use. Area for the meters, appurtenances, and miscellaneous material
storage shall be provided. In addition, the areas for parking of employee vehicles and vehicles to be
operated and maintained by the Customer Support Team shall be provided.

2.2.4 Functional Limits of Responsibility

The Customer Support Team will be responsible for providing customer services for the System in
accordance with this Bid.

The Customer Support Team will be responsible for coordinating (but shall not be responsible for
actually performing) several activities with Water Department staff, regulatory agencies, and other
contractors, if any, including:

e Contractors performing work on System capital improvements.
e Regulatory agency inspections.

2.2.5 Capital Improvements

2.2.5.1 General Requirements

The Capital Improvement Program (CIP) of the Water Department and third-party projects include
proposed projects (“Planned Capital Improvements”) that will affect the operations and maintenance
of the System, and that are identified in this Employee Bid. The Customer Support Team will review
and comment on planned capital improvements projects, coordinate with contractors during
construction, and provide appropriate operations and maintenance staff to operate the planned capital
improvements projects upon acceptance by the City. There will be operations and maintenance
training provided to the Customer Support Team and equipment performance tests as part of the
planned capital improvements. Implementation delays can have impacts on operations costs. Should
such impacts be material, appropriate adjustments will be made to the Budget Objective in
accordance with MOU Section on Uncontrollable Events/Changes in Law.

The Customer Support Team will monitor warranty aspects of planned capital improvements project
equipment or facilities and accept corrective maintenance responsibilities after the planned capital
improvements stipulated warranty or “good repair” period has expired. The Customer Support Team
shall accept start-up and operational, routine maintenance, and preventive maintenance
responsibilities of these planned capital improvements after the City/Water Department accepts them
from the contractors. The Customer Support Team shall notify the City/Water Department during
the warranty period if equipment performance or reliability is deficient, or if operations and
maintenance costs that are experienced during the warranty period appear excessive. The responsible
contractor or equipment supplier shall make warranty repairs at no cost to Customer Support. Costs
for repairs made by the Customer Support Team during the warranty period or on equipment reported
by Customer Support Team during the warranty period to have deficient performance or reliability
shall be excluded from the scope (out of scope) of the Employee Bid.
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In addition, lost work-time incurred by the CS Team due to deficient performance or reliability under
a warranty period of any project shall be a basis for a request for modification of the Employee Bid,
or modification of the performance measurements impacted by such lost work-time.

2.2.5.2 Capital Expenditure Recommendation/Coordination

The Customer Support Team will assess the need for capital expenditures and submit to the Water
Department recommendations and justification for each item.

2.2.5.3 In-Scope Capital Improvements

Table 2.3 below presents the Planned Capital Improvements to be considered as In-Scope for the
purpose of this Employee Bid.

Table 2.3
Recycled Water System - Capital Improvement Projects In-Scope

*Based on Projections as of April 2006

Future Projects for the North City Recycled Water System Expansion ~ Phases Il and Ill

e Phase |l Alignment - To serve Carmel Valley Area - to be constructed by 2010, total cost approx. $18 million.
Total Length of pipe approx. 8 miles (8- to 24-inch)
Max. demand 1.8 mgd

o Camino Ruiz — Developer Participation Agreement — Construction complete, approximately 3 miles, total project
cost $1.9 million.

o Pacific Highlands — Developer Participation Agreement — Approx. 2 miles of 12- to 16-inch pipeline, $1.7 million.

o State Route 56 reclaimed water pipeline. Construction complete, approximately 1 mile, total project cost $1.2
million

o Los Penasquitos Reclaimed Water Project — Construction to be completed by October 2009, 1.7 miles of 24-inch
pipeline, approx. $5.9 million.

o Camino del Sur (E&CP), street improvement to include recycled water pipeline, construction to be completed by
2009, 0.5 miles, approx. $1.6 miliion.

o Carmel Valley Reclaimed Water Project — Construction to be completed by April 2009, 1.8 miles, approx. $4.1
million

o Camino del Sur Developer Participation Agreement — Construction to be completed by 2009, $1.6 million.

¢ Phase Il Alignment — Rancho Bernardo — Storage tank, pump station, approx. 17 miles of pipeline. Total Cost approx.
$50.5 million, to be constructed by 2012.

Max. Demand 5 MGD

e Alternative to Phase Ill - Infill Recycled Water Project — This project would connect smaller non-potable customers
along the existing recycled water transmission lines, 20 miles of 8-inch pipeline, estimated cost $28,000,000 to be
completed by 2012.

2.2.5.4 Additional Capital Improvements

For the purpose of this Employee Bid, Additional Capital Improvements are modifications not
currently planned, or not included in the Planned Capital Improvements. The impact of these
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additional improvements or modifications on operational costs and/or the Budget Objective will be
negotiated at the appropriate time and may result in an amendment to the Employee Bid.

2.2.6 Performance Specifications for Customer Support Team
2.2.6.1  Service Levels

All strategies employed to meet the objectives of Bid to Goal were developed under the premise that
primary service levels of core Customer Support Team functions must be maintained at current
standards, or better, as described in the Employee Bid. The parties acknowledge that there may be
reasonable differences of interpretation regarding service level components and standards. Therefore,
this Section of the Employee Bid, presented to the Mayor in conjunction with this MOU for his
review and approval, fully details the level of service in this regard.

2.2.6.2  General Requirements

The Customer Support Team shall provide administration, water conservation, customer, field, and
meter services activities including, but not limited to, the following:

1.  Managing Divisional policies and procedures, Divisional budget and control, customer
relations, and public information, as currently provided by Division Administration Section.

2. Billing, payment collections and delinquency, customer information and support, payment
processing, and water repair coordination, as currently provided by Customer Services Office.

3. " Meter reading, field investigations, service restoration and turn-off, code éompliancc, and
sewer classification, as currently provided by the Field Services and Investigations Section.

4.  Meter installation, meter maintenance, meter repair, meter testing, meter replacement,
temporary construction water service meters, cross connection control, backflow device
maintenance, recycled water construction, and recycled water operations and maintenance, as
currently provided by the Meter Services Section.

5.  Water conservation program development, administration and compliance, as currently
provided by the Water Resource Management Section.

The Information Systems Activity Group of the Customer Support Division (CSD) and its related
activities is not part of this scope of services.

Nothing in this agreement shall limit the authority of Customer Support Team to make organizational
changes to comply with the requirements of the Bid to Goal Memorandum of Understanding (MOU).

Unless specified in this Employee Bid, the Customer Support Team will provide services at a
performance level at least equal to that achieved during Fiscal Year 2006.

The Customer Support Team shall comply with the City’s customer service policies and procedures
adopted by the City as of the MOU Agreement date, except as revised by acceptance of this
Employee Bid.

Customer Support shall provide documented training each year to all employees on improving and
maintaining quality customer service practices.
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With respect to customer service restoration and turn-off, opening/closing accounts, Code
enforcement activities, sewer classification, and cross-connection control, Customer Support
enforcement obligations and administrative activities shall be consistent with established City
policies, and state and federal compliance orders as modified or amended from time-to-time.

2.2.6.3  Administrative Functions

The defined performance levels for administrative and management activities, at a minimum, shall
include:

1.

W

6.

Assisting in the City’s regular website updates providing information on issues that are current
and timely. The topics will include, at a minimum, CSD service hours, customer rate schedules,
alternative bill payment options, and other programs and services offered.

Coordinating responses to inquiries received through the Internet.

Assisting in preparing annual financial reports and providing data in sufficient detail to enable
the Department to accurately determine revenues and non-revenue generating water as required
for rate-making or water accountability purposes. In addition, the Customer Support Team
shall prepare reports that enable the Department to complete financial reports in a form
consistent with those that have been historically presented in its financial statements and annual
report.

Continually reviewing and recommending modifications to City and Department policies.
Creating and maintaining customer information guides and other relevant public relations
information to inform customers of Customer Support and Water Department services.

‘Providing managerial oversight of Divisional functions.

2.2.6.4 Customer Service and Billing Functions

The defined performance levels for customer service and billing activities, at a minimum, shall
include:

1.

Customer billing and adjustments, billing and payment audits, processing account refunds,
maintaining customer accounts including account histories, tracking and processing work
orders, receiving and reconciling all forms of payments including electronic payments, making
arrangements for payment plans, coordinating collection programs with the City Treasurer’s
Office, initiating termination of services for non-payment, restoring services, establishing of
new services, and investigating customer billing inquiries.

Maintaining an accurate database with all customer information relevant to the Water
Department’s operations including, but not limited to, consumption and consumption history,
customer account classification, billing address, service address, account number, payment
history, and customer contacts with this Section consistent with the capabilities of the
Customer Information System (CIS).

Excluding scheduled estimates, ninety-eight percent (98%) of all bills shall be issued within
three (3) days of receipt of an actual read.

Producing all necessary month-end revenue and utility billing reports to verify accuracy of
billing and number of bills produced. These reports will be available for use by the City.
Processing and depositing to the City’s bank seventy percent (70%) of customer payments
within same business day of receipt. The Customer Support Team shall make electronic copies
of all checks and payment stubs received from customers and retain such records for at least
three (3) years.
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10.

1.

12.

13.

14.
15.
16.
17.
18.
19.
20.
21

Operating and maintaining a customer telephone contact center that is capable of receiving and
responding to a minimum of 1,200 customer calls per day during business hours.

Responding to at least eighty-five percent (85%) of water repair and emergency phone calls
within thirty (30) seconds of receipt during business hours and, when necessary, issue work
orders for investigations or water repairs throughout the distribution system.

Answering seventy-five (75) percent of Customer Information Section customer telephone calls
within sixty (60) seconds. Initiate investigations for all inquiries, and provide a response to the
customer within twenty-one (21) business days of receipt.

Maintaining the range and availability of customer payment sites comparable to those used in
Fiscal Year 2006.

Continually analyzing the types of complaints being received in order to improve and enhance
customer service with the goal of alleviating the most frequently occurring and/or most critical
issues that could undermine the goal of providing excellent customer service.

Providing a daily accurate accounting of all monies received and processed, and making a
deposit of all such monies in designated accounts at approved banking institutions in
accordance with City established policies and account procedures in effect as of the MOU
Agreement date.

Collecting payments on outstanding bills at a rate of ninety-eight percent (98%) within two (2)
years of billing.

Collecting at least ninety-six percent (96%) of the value of services billed in the year within
twelve (12) months.

Bill and collect all fees and charges typically billed as of Fiscal Year 2006.

Initiate and enforce collection efforts following City policy.

Follow State law requirements with respect to returned checks and the fees applicable thereto.
Track and maintain status of administrative citations issued by the Code Compliance Section.
Update customer accounts based on information received via written customer correspondence.
Process and respond to Mayoral, City Council, and other requests for information.

Perform mail processing operations to issue all bills issued through the U.S. Postal Service.
Track and report periodic field performance.

2.2.6.5 TField Services and Investigations Functions

The defined performance levels for field services and investigations activities, at a minimum, shall

include:

1. Reading ninety-eight (98) percent of customer meters on a schedule that is at least as frequent
as that used on the MOU agreement date.

2. Ninety-nine (99) percent of all accounts shall have at least two actual reads per fiscal year.

3. Adhering to current Department policies regarding meter re-reads. The Customer Support
Team may propose modifications to these policies.

4.  Providing a program to investigate violations of, and enforce, the City of San Diego Municipal
Codes related to the Water and Metropolitan Wastewater Departments. Code enforcement
activities include, but are not limited to, enforcement for violations through issuance of
Administrative Citations and Notices of Violations with civil penalties and referral to the City
Attorney or District Attorney for criminal and/or civil prosecution.

5. Providing for appropriate assignment of non-single family dwelling sewer rate classifications

and respond to customer appeals regarding sewer rate classification.
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10.

1.

12.

Conducting timely field investigations to respond to customer requests and Customer Support
Team generated requests to resolve issues regarding, but not limited to, high bill, low bill,
“What does it serve?” and deferred bills inquiries.

Restoring water services to customers shut off due to non-payment of water bills and shut-off
water services to customers pursuant to Water Department collection policies.

Processing and responding to Mayoral, City Council, and other requests for information.
Receiving and processing monthly mileage, cell phone invoices, and perform communications
equipment tracking for the Division.

Acting as liaison for the Customer Support Team with the City Attorney’s office on issues
related to customers and Small Claims Court.

Assisting and coordinating activities related to highly complex billing and account
investigations, which may involve other Divisions or Departments.

Obtaining closing reads, requested by customers in advance, within five (5) business days of
the closing bill date.

2.2.6.6 Meter Service Functions

The defined performance levels for meter services activities, at a minimum, shall include:

1.

Repairing/replacing damaged City water meters as needed to facilitate accurate meter reads.
Initiating and maintaining an ongoing age-based or flow-based domestic meter replacement
preventive maintenance program to ensure meters are replaced on an appropriate schedule. The
Customer Support Team_shall test at least ninety-eight (98) percent of any functioning replaced
domestic meters which are replaced as part of this age-based or flow-based meter replacement
preventive maintenance program for accuracy and shall conduct an analysis of the meter
replacement costs compared to the revenue lost due to metering inaccuracies to develop the
appropriate useful life of meters based on meter accuracy. The meter replacement cost and
appropriate useful life analysis shall establish the replacement goals for meters by meter size,
type, manufacturer, age, cumulative volume metered, and service type. Until this analysis is
approved and the appropriate meter replacement program funded by the City, the Customer
Support Team shall replace not less than the number stipulated in the Quantifiable Level of
Service (QLS) of this Employee Bid of residential meters per year as part of the replacement
program. '
Providing operations, maintenance, and construction services for the Recycled Water
distribution system.

Maintaining a program for temporary water service typically provided through fire hydrant
meters for construction site or temporary use water. Including meter installation, relocations,
and monthly meter reads.

Providing a program for monitoring, controlling, and enforcing the provisions of the City and
state Cross-Connection Control ordinances and policies; tracking and notifying parties
responsible for backflow device certifications of regulatory deadlines; documenting that
backflow certifications are completed; and initiating code compliance enforcement for any
Cross Connection Control ordinance violation.

Maintaining the backflow devices assigned to the Water Department as shown in the
Quantifiable Level of Service, Table 2.2, for testing and certification, in accordance with the
Consent Decree for that purpose. The Customer Support Team shall transition the backflow
devices to private certification in accordance with state or federal compliance orders in
accordance with Table 2.2.
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+ 10.

Purchase meters for new installations and meter replacement programs, with meters meeting
the appropriate AWWA standards, and meeting the current City specifications, as amended.
Process and respond to Mayoral and City Council requests for information.

Maintain a Meter Inventory Control system to track Meter Shop inventory and meters issued to
Crews.

Maintain an annual Preventive Maintenance program for Commercial Water Meters (3-inch
and larger) with a repair/replacement program for meters not meeting City of San Diego
specifications.

2.2.6.7 Water Resources Management Functions

The defined performance levels for Water Resources Management activities, at a minimum, shall
include:

Maintaining a water conservation program in accordance with Council Policy 400-11 and the
California Urban Water Conservation Council Memorandum of Understanding Regarding Urban
Water Conservation and prepare reports to the Mayor, City Council, and other stakeholders in regard
to the Department’s long-range water supply goals as appropriate. Components of the water
conservation program include:

1.

2.

Evaluate potential alternative water conservation measures for feasibility and cost
effectiveness.

Research new technology and methods to implement water conservation measures, especially
those that are easier for citizens to implement/participate. This may include easy-to-use tools
(e.g., via Internet, central monitoring), new incentives, and educational outreach programs.
Implement an educational outreach program to effectively reach target audiences with the
intended conservation message. This may include, but is not limited to, press releases and
regular news article placements, Speakers Bureau outreach and presentations, conservation
related curriculum changes, school children activities like the poster contest, billboard
placements, partnerships with community organizations that help spread the conservation
message, participating in community events such as Earth Day, neighborhood street fairs, and
the County Fair.

Implement programs that provide benefit to the citizens of San Diego, and implement them at
cost-effective levels. Such programs include incentive programs (vouchers, rebates); field
survey programs (indoor and outdoor, residential and commercial); Municipal Code
enforcement of plumbing retrofit requirements; public education and outreach efforts
(community events, presentations); water budgets; and research and development projects (on
new technology).

Identify methods to maximize the ability to save water outdoors, and design services and
incentive programs to promote outdoor water conservation.

Apply for grant funding and co-funding from any available sources to help fund programs.
This includes seeking funding from water wholesalers and state and federal sources.
Coordinate program design and implementation with the San Diego County Water Authority -
for programs and services to be implemented region-wide.

Participate in the Water Conservation Garden and other regional gardens of interest and benefit
to the citizens of San Diego. This may include agreeing to share administration costs and help
promote Garden activities.

Participate in regional and statewide committees that plan and evaluate water conservation
related measures, bills, proposed programs and other activities. Participate in industry
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associations like the AWWA, CMUA, CUWCC, and CUWA, where the City can benefit from
active involvement.

10.  Maintain and update program participation database and other electronic databases and
Geographic Information System (GIS) programs used to check program participation, water
budgets, and watering schedules. This includes regular review, requests for upgrades of
existing systems and generated reports, and interface with the CIS water usage and billing
system.

11.  Maintain a Water Conservation Hotline from 8:00 am to 1:00 pm each business day. Respond
to customer inquiries called into the Hotline by providing program information, directly
answering questions, reviewing voicemail messages, and referring water or wastewater
complaints for field investigation.

12. Provide general administrative and clerical support to the Water Resources Management
Program and other CSD sections as directed by the Division Deputy Director, including but not
limited to: receptionist duties; calling in repair and maintenance personnel for office
equipment; preparing purchase and printing orders and other accounting documents; installing
toner cartridges; and assisting other sections in analyst type work on an ad hoc basis.

13. Review and provide analysis and recommendations on pending legislation related to water
conservation, and develop proposed action plans to be taken by the Department on each
pending legislation affecting water conservation. Implement proposed action plans for water
conservation activities both approved and modified within this Employee Bid to provide
funding.

14, Process and respond to Mayoral, City Council, and other requests for information.

2.2.6.8 Major Customer Support Competitiveness Initiatives

In order to achieve the cost savings and improvements in the level of customer service performance
that is proposed in this Employee Bid, certain major Customer Support competitiveness initiatives
are required to be implemented. Achieving the levels of performance specified and the Budget
Objectives of this Employee Bid is based on the following major Customer Support competitiveness
initiatives: “'

New Customer Information System (CIS)

The City shall provide and the Customer Support Team shall operate and maintain a new customer
information system that is at least as comprehensive as that used and employed as of the MOU
Agreement date. Costs of hardware, software, and implementation consultants shall be paid by the
City. Personnel cost of implementation incurred by the Customer Support Team shall be paid by the
Customer Support Team as in-scope for this Employee Bid. Such CIS shall include, at a minimum,
the following:

1. That information outlined in paragraph 2.2.6.4, above.

2. Immediate database updating (data entry records to reflect all user entries instantaneously).

3. Ability to produce standard industry reports, custom reports, and special (ad hoc) interactively
defined reports.

4. Automatic monitoring of meter readings and consumption data for anomalies and variances
from the norm with such information used to trigger billing exception reports and other similar
management reports.

5. Allow for multiple rate formulas, surcharges, and associated calculations.
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10.

11.
12.
13.

14.
15.
16.

Allow for a variety of payment methods (cash, checks, credit cards, vouchers, electronic fund
transfers, etc.).

Meter routing.

Classification of customers by various customer account categories, including sewer rate
classification, and special needs for emergency communication purposes (i.e., hospitals, large
industrial users, and people on dialysis).

On-line rebilling, adjustments, credits, etc., giving the customer service representative the
ability to generate a new bill while talking to a customer.

Single account and summary detailed account billing of multiple service locations to one
customer. :

Set up of deferred payment plans for customers.

Ability to include graphics/laser printing of bills.

Maintain four (4) years on-line account history (required after 30 months of operation to allow
additional 30 months of data to be added to existing 18 months of on-line data).

Customer billing records.

Customer inquiries and work order information.

Such interactions with the City’s financial information system as will be necessary to create
any required or typical financial statements and reports currently produced by the City. All
such data must be kept on-line for a period of at least four (4) years and off-line for at least five
(5) years. The system must provide the City with all required links and data for the City’s
financial system. Such links shall be electronic and transparent to the City.

New Automated Meter Reading System (AMR)

The City shall provide and the Customer Support Team shall operate and maintain a new Automated
Meter Reading system for commercial meters and meters located in difficult-to-read locations, and
such other meters as the City and the Customer Support Team determine should be added to the
AMR. Costs of meters and appurtenances, hardware, software and installation, and implementation
consultants shall be paid by City. Personnel cost of implementation incurred by the Customer
Support Team shall be paid by Customer Support as in-scope for this Employee Bid. Such AMR
shall include, at a minimum, the following:

1.

2.

Meters with AMR-compatible registers capable of output that can be captured by reading
devices.

Meter interface units (MIUs) capable of receiving the information from the meter registers and
transmitting this and other relevant information via wireless signal to the receiving device.
Mobile and handheld data collection units (DCUs) capable of capturing the signals from the
MIUs; and/or for fixed AMR system, fixed location data collection units capable of capturing the
signals from the MIUs.

A secure communication system or data transfer system capable of transferring the data from the
data collection units to a meter reading system control computer.

A meter reading system control computer and backup computer into which the data from the
MIUs and other information necessary to operate and maintain AMR may be input and stored.
The software necessary to operate the system and communicate meter reading data to the City’s
customer information system.
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2.2.7 Performance Specifications for Maintenance

2.2.7.1 General Requirements

Operation and maintenance performance shall comply with all applicable standards, Prudent Industry
Practice, requirements, and guidance documents, including, but not limited to, the following: Design
criteria, performance specifications, and warranty maintenance requirements for the various
components and equipment of the System; and asset maintenance performance standards.

The Customer Support Team shall ensure all necessary support and administrative functions
necessary to discharge its responsibilities under the MOU. This will include, but is not limited to,
managing personnel administration, procurement and purchasing, vehicle maintenance, finance and
accounting, treasury services, warchousing, and inventory control.

2.2.7.2 Maintenance of the System

Routine, preventive, and corrective maintenance is the Customer Support Team's responsibilities.
The costs for labor, services, and materials, including lubricants, filters, belts, and all other
consumable materials, and equipment repair or replacement are included in-scope. Labor, equipment,
materials, and specialty contract services associated with capital breakdowns, if applicable, are
excluded from the scope (out of scope) from the Employee Bid to the extent that associated costs
exceed planned repair and replacement costs. This incremental cost will be funded by the Water
Department with funds other than the Budget Objective. Costs for Corrective Maintenance, caused
by Customer Support Team's failure to perform any of its maintenance or other obligations under this
Employee Bid or by Customer Support Team's negligence will be the Customer Support Team's
responsibility, and will be paid for from the Budget Objective.

The Customer Support Team shall provide all personnel, materials, parts, equipment, supplies, and
services necessary to maintain System structures to accomplish high-efficiency operations, long-term
reliability, and preservation of capital investment. Maintenance definitions are as follows:

e Routine Maintenance — Maintenance and care of grounds and landscaping, buildings and
support systems, roadways and walkways, within the system property including, but not
limited to, repair, cleaning, painting and other activities to preserve the condition and
appearance of these facilities.

e Preventive Maintenance — Regularly scheduled and follow-up maintenance activities, as
recommended by equipment manufacturers, regulatory requirements, prudent industry
standards, or Department policy or procedures including routine inspections, warranty
maintenance activities, painting, cleaning, and calibration.

e Corrective Maintenance — Repair and in-kind replacement or renewal of a single piece of
equipment or other infrastructure item that has failed, or failure is determined to be
imminent, and the failure is not a breakdown of major equipment or capital assets. Labor
costs are included. Refinement of the Recycled Water system maintenance plan is a
reportable event in the Performance Accountability Report. In addition, a Deferred
Maintenance Fund will be established as a means of reserving a portion of the Employee
Bid for maintenance activities beyond those included in the maintenance plan. Should
Deferred Maintenance Fund be appropriately unspent in any given year (e.g., expected
life extended through effective preventative maintenance), a strategy and mechanism for
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the optimal use of the funds (reprogrammed to future year spending, etc.) shall be agreed
upon and facilitated by the parties to the MOU. Disposition of these unspent funds is
reportable in the Annual Performance Accountability Report.

e Capital Breakdown — Equipment or System failure and consequential damage in the event
that the Customer Support Team has provided all required Routine, Preventive and
Corrective Maintenance, and any one of the following also occurs:

1) An entire sub-system that is essential in the metering of and billing for drinking water
or distribution of recycled water fails such that component replacement is impractical
or ineffective.

2) Third-party liability is involved.

3) Any responsible agent outside the Customer Support Team requires a modification to
enhance or improve safety.

4) The failure occurs significantly earlier than the normal useful life of the equipment.

5) Like replacement is not practical due to unavailability or obsolescence of the
equipment.

6) Funding for replacements is available from sources outside of the Water Department
or the City, or from the Capital Improvement Program of the Water Department,

7) The failure is due to an Uncontrollable Circumstance.

The Customer Support Team shall monitor all equipment warranties for new System equipment
under warranty. The Customer Support Team shall perform all activities in accordance with
manufacturer recommendations to preserve warranties, both those in effect on the Agreement Date
and those for new equipment purchased after the Agreement Date. The Customer Support Team shall
advise the Water Department (for enforcement) of warranty related equipment failures and
anticipated impact on Customer Support operations.

The Customer Support Team shall maintain a complete schedule of all routine, preventive and all
recommended corrective maintenance activities. Maintenance frequencies and anticipated useful
equipment life shall be based on manufacturer recommendations unless otherwise justified and
agreed to by the Water Department.

2.2.7.3 Computerized Maintenance Management System

The Customer Support Team shall implement a computerized maintenance management system
(CMMS) when funded by the Water Department, including furnishing all hardware, software, and
development and support of equipment databases. The Customer Support Team will provide training
on the CMMS for key staff to use the system. The CMMS implementation shall be subject to the
Water Department's approval and Customer Support Team shall make provisions for the Water
Department to access the CMMS data in its existing computer communications system. Any cost
associated with providing the Water Department access to the Customer Support CMMS data in its
existing or proposed computer communications system is excluded from the scope (out of scope) of
this Employee Bid. In order to ensure the success of the Bid-to-Goal efforts and in absence of
providing a new CMMS, the Water Department will support modifications, enhancements and
maintenance of the current SWIM system to meet the needs of the Customer Support Team.
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2.2.7.4 Recycled Water Distribution System Operations and Maintenance

For repairs made within the recycled water distribution system, the Customer Support Team shall,
consistent with its authorizations, obligations, and limitations under the MOU, manage the
performance of all work so as to comply with the Water Department’s general specifications and
standard drawings for pipe, pipe repair, and associated bedding, and compaction and paving
requirements. All work shall also be performed in accordance with agreements, if any, in existence
as of the contract date, between the Water Department and the City relative to road replacement and
resurfacing requirements.

Repairs to the distribution system and appurtenances shall be performed promptly so as to ensure
minimal interruption of service. The crews shall begin repair work within one (1) business day of
notification. All notification of reportable spills of recycled water will be completed as required.
Following completion of any repair, the area shall be cleaned and ready for resurfacing within seven
(7) business days except as noted in the Customer Support Team’s Annual Performance
Accountability Report. A customer service strategy for informing customers affected by a service
interruption shall be identified and followed. Other Recycled Water Distribution System Operations
and Maintenance (O&M) Requirements are presented in Table 2.4,

The Customer Support Team shall perform Construction Reimbursable Services when directed. The
Customer Support Team shall document and account for costs incurred for Construction
Reimbursable Services. For the purpose of this Employee Bid the in-scope Construction
Reimbursable Services have a cost upper limit set at the Fiscal Year 2006 expenditure level, or less,
expressed in 2006 dollars.

Line valves (12 inches and larger), pressure reducing valves, water mains, and storage tanks must be
maintained as indicated in Table 2.4.

Table 2.4
Recycled Water Distribution System O&M Requirements
Component PM Task Frequency
Pumping Stations (3 Total) . . - ;
Pumps Visual Inspection Weekly
Grease Bi-monthly
Motors Visual Inspection Weekly
Grease Quarterly
Air Compressors Drain Water Weekly
Air Filter Change Semi-Annually
Lubricant Change Annual
Building Components Integrity Visual Inspection Annually
Chlorination Buildings (2 Total) ‘ ‘
Complete Systems Test Equipment Semi-annually
Chemical Feed Systems Inspect Quarterly
Grease Quarterly
Belt Replacement As-Needed
Drain, Clean and test Once per 2-years
Building Components Integrity Visual Inspection Annually
Pressure Reducing Stations (11 Total) Inspect and Test Semi-Annually
Valves and Piping Maintenance Annually
Vaults Vault Integrity Once per 2-years
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Vault Cleaning

Once per 4-years

Reservoirs (3 Total)

Cathodic Protection
Reservoir Integrity/leakage (External)

Inspect and Test
Inspect and Test

Annually
Semi-Annual

Internal Drain, Clean, Inspect Once per 5-years
Flow Meter Vaults (6 Total) . ~ ‘

Flow Devices Inspect and Calibrate Annually

Vaults Vault Integrity Once per 2-years

Vault Cleaning Once per 4-years

Altitude Valves (5 Total) Inspect and Test Semi-Annually

Valves and Piping Maintenance Annually

Vaults Vault Integrity Once per 2-years

Vault Cleaning

Once per 4-years

Line Valves (Less than 12-in dia.) Clean Box Once per 4-years

(1132 Total) Check Position Once per 2-years

Operate Once per 4-years
Line Valves (Greater than 12-in dia.) Clean Box Annually
(200 Total) Check Position Annually
Operate Annually

Air Release Valves (379 Total) Inspect and Test Once per 3-years
Valves and Piping Maintenance Annually

Vaults Vault Integrity Once per 3-years

Vault Cleaning Once per 4-years

Blow-off Valves (367 Total) Inspect and Test Once per 3-years

Valves and Piping Maintenance Once per 5-years

Vaults Vault Integrity Once per 5-years

Vault Cleaning

Once per 4-years

2.2.8 Inspections and Reports

2.2.8.1 Inspections

The Customer Support Team shall attend and represent the Water Department at regulatory permit
compliance inspections conducted by county, regional, state, and federal agencies having permitting
authority and jurisdiction over the System. The Customer Support Team shall respond to the
inspecting agency in writing with regard to any written inspection reports, and provide copies of
inspection reports and responses to the Water Department.

The Customer Support Team may request internal courtesy inspections by City regulatory personnel
and may respond as the Customer Support Team deems necessary. Costs associated with courtesy
inspections are in-scope. Inspections initiated by City regulatory personnel, such as the Fire
Department, Environmental Services/HazMat, and the Safety Office, for no purpose other than to
assist the Customer Support Team in assessing status, conducted more frequently than twice per year
or what is then regularly required by any single agency shall be excluded from scope (out of scope)
of the Employee Bid. Inspections provided for by agreement or to validate remedies from previous
inspection results are in scope.
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2.2.8.2 Regulatory Reporting

The Customer Support Team shall review and certify all required regulatory agency reports and
notifications in accordance with all current Water Department practices, regulatory agency
requirements, and permits, including the California Department of Health Services (CDHS) reports
related to Customer Support.

2.2.8.3 Periodic Reports

1) Information Reports. The Customer Support Team shall maintain monthly/accounting
period data required for monitoring system performance, and report to the Water
Department as directed.

2) Inventory Reports. The Customer Support Team shall provide the City with Inventory
Reports in accordance with Auditor guidelines.

2.2.8.4 Performance Accountability Reports

An Annual Performance Accountability Report covering best available information for the previous
fiscal year shall be submitted on or before each first of November by the Customer Support Team via
the Water Department Director to the Mayor. Format and content of the Annual Performance
Accountability Report shall be in accordance with Figure 2-1 (located at the end of Section 2).

A semi-annual Performance Accountability Report covering the best available year-to-date
information for the first six months of the fiscal year shall be submitted by each first of March by the
Customer Support Team via the Water Department Director to the Mayor. Quarterly Performance
Accountability Reports covering best available year-to-date information for the second and third
fiscal quarters will be produced by the Customer Support Team for internal review. Format and
content of the Performance Accountability Reports shall be in accordance with the following:

Customer Support Team Annual Performance Accountability Report Fiscal Year XXXX

(timeframe)

Section  Operations Performance (same as Annual Performance Accountability Report,
Section IL.A.)

Section II  Financial Status:

A. Year to Date Fiscal Execution

(Management Information equal to Figure 2.1 detail)
B. Recommendations / Actions impacting Budget Objective
C. Recommendations / Actions impacting Assurance Program

Section III Narrative Description/Key Considerations

Upon request of the Department Director, or the independent Auditor, a copy of
the current Customer Support Team’s annual Performance Measures associated
with this Employee Bid shall be made available for periodic review.
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2.2.9 Additional Required Services

The Customer Support Team will be responsible for providing, as part of the Budget Objective, the
following additional services:

e Meetings: Each Program Section shall meet regularly with Division Management to
review operations and maintenance related issues. The Sections shall announce and make
available to all personnel the opportunity to attend on-site periodic ‘all hands’ meetings.

e Tours: When approved by the Customer Support Team, tours of the System for school
groups, civic groups, government officials, and others, as requested or outlined by the
City. Tour costs beyond a total of eight staff hours in any pay period and an annual not-
to-exceed amount of 200 hours per facility shall be a Pass-Through Cost.

2.2.10 Services Not Part of the Budget Objective

The Customer Support Team shall not have cost responsibility for providing the services listed
below. When requested or directed to perform these, the Customer Support Team will account for
these services as excluded from the scope (out-of-scope) of the Employee Bid items. Departmental
budget considerations shall be identified to the Water Department in a timely manner.

e Security: Responsibility for System security that is more extensive than the basic
security currently provided.

e Capital Improvement Program Assistance: Operational assistance, plans review,
construction problem resolution, and other CIP related activities for CIP assistance for
projects not described in this Bid.

e Employees on Long-Term Leave. The personnel costs associated with filling behind
employees on leave for greater than 60 consecutive days due to sickness, disability,
military leave, jury duty, or suspension with pay or for any other reason.

e Other Additional Services: Provision of any additional service above the levels provided
within this Employee Bid, or support for out of scope activities.

2.2.11 Pass-Through Costs

2.2.11.1 Capital Improvement Program (CIP) Support

The monthly Pass-Through component shall be equal to the sum of the actual amount of unallocated
costs incurred by the Customer Support Team providing support services to the Water Department
CIP. The Customer Support Team shall account for all CIP related costs and properly account for
these costs to CIP in accordance with the CIP Program procedures. Historically it has not been
practical for all CIP support related costs to be allocated to the CIP. Any residual unallocated costs
for CIP support such as costs for unassigned time, training time, overtime, and unassigned materials
that remain not allocated to CIP shall be a Pass-Through Cost to Customer Support.

e Permit Applications: Assistance in preparation of regulatory permit applications or
change negotiations relative to System operations and maintenance. The Customer
Support Team shall approve applications prior to submittal by the Water Department.
Permit Inspection fees paid to regulatory agencies shall be a Pass-Through Cost.
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2.2.11.2 Summary of Pass-Through Cost Components

The monthly Pass-Through component shall be equal to the sum of the actual amount paid by the
Customer Support Team for the required operating charges presented in the charge codes presented
in Table 2.5.

All Pass-Through costs for this Employee Bid are listed in Table 2.5. All other costs not listed in this
table shall be considered to be part of the Fixed Budget Objective unless expressly identified in this
Employee Bid as Out of Scope.

Table 2.5
Summary of Pass-Through Costs

Description Section Accounting  Object Object Account Title
(Org.) Account
Customer Incentives Program Water Resources 252, 1254 3315 Plumbing Fixtures {Incentives for)
1255, 253 3316 Pipe Fittings (Incentives for)
Pay for Performance Administration 220 4456 Promotion/Recognition (City
Employees)
Permit Application Fees Not Budgeted - - N/A
Recycled Water Deferred Not Budgeted - - N/A
Maintenance Fund
Risk Management Liability Insurance  Dept. Level Budget - - N/A
Security Beyond Current Levels Not Budgeted - - N/A
Tours Above Specified Levels Not Budgeted - - N/A
Unallocated CIP costs Not Budgeted - - N/A

2.3 PRICING

The assumption in the Budget Objective for inflation is four (4) percent. Adjustments for actual cost
increases and costs related to unforeseen circumstances may be made only pursuant to provisions in
the Administration of Section V of the MOU. The procedure for initiating adjustments to the
Employee Bid (subject to the provisions of the MOU) is identified in Section 1.5 of this Bid.

2.4 MODIFICATIONS

2.4.1 System Modifications

It may be necessary or desirable to further modify, alter, or improve the System, either at the request
of the Customer Support Team or the City. These modifications may be appropriate to increase the
efficiency or improve the performance of the System, to anticipate or address the obsolescence of
any portion of the System, or to respond to a Change in Law. All such System Modifications shall be
financed and designed, built, procured, and implemented by the City.

2.42 Modifications at Customer Support Team Request

The Customer Support Team may propose that the City make System Modifications. All System
Modifications proposed by the Customer Support Team shall be subject solely to the City's approval.
The City has no obligation to accept the Customer Support Team's proposed System Modifications.
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If pursuant to a Change in Law, relief will be in accordance with MOU Section entitled
Uncontrollable Events/Changes in Law.

2.4.3 Modifications Due to Changes in Law

When a Change in Law occurs, the City shall make all System Modifications necessary to permit the
Customer Support Team to perform its obligations under the agreement. The City and the Customer
Support Team shall cooperatively evaluate alternate solutions and expeditiously address Changes in
Law. Material operations and maintenance cost charges resulting from Changes in Law shall be out
of scope and result in Budget Objective adjustments, unless otherwise specified in the governing
MOU.

2.4.4 Modifications by the City

The City may undertake System Modifications. If such modifications impair the ability of the
Customer Support Team to meet the Regulatory Conditions, do not comply with this Employee Bid,
adversely affect the Customer Support Team, or impose additional cost, delay, liability, or obligation
to the Customer Support Team, then a modification to the Employee Bid shall be negotiated in good
faith.

2.4.5 Procurement of System Modifications

The City may require that a System Modification be designed, built, procured, and implemented as a
Water Department public works project. If undertaken by the Water Department or a third-party
contractor, the Customer Support Team shall cooperate and assist in the implementation of the
System Modification, in accordance with Section 2.2.5 of this Employee Bid.

After acceptance of this Employee Bid, modifications to this agreement may be proposed by any
party to this agreement as outlined in Section 1.5 of this Employee Bid and resolved by mutual
agreement and be authorized in writing.
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Figure 2.1

CUSTOMER SUPPORT TEAM
ANNUAL PERFORMANCE ACCOUNTABILITY REPORT
FY XXXX

Date:
Submitted by:
I. Financial Performance

A. Variance Calculation:

Adjusted Fixed Budget Objective

(Attach an explanation of any difference from MOU)

Less - Actual Fixed In Scope Spending

(Attach an explanation of adjustments from official
report of total Customer Support execution to reach in
scope spending)

Equals - Financial Performance Variance vs. the Fixed Budget Objective

B. Disposition of Variance

For positive variance, follow MOU guidelines in the paragraph entitled Goal, subparagraph
Treatment of Additional Savings, and the paragraph entitled Administration of the
Agreement, subparagraph Default Thresholds.

For negative variance, make default calculation per MOU paragraph entitled Administration
of the Agreement, subparagraph Default Thresholds.

C. Assurance Program Status

Update the balance and describe all changes since the last report.

D. Available Future Year Credits

Update the balance and describe all changes since the last report. Include detail for the
Assurance Program Fund.
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II. Operations and Maintenance Performance

A. Mandatory Performance Requirements

Report any issue concerning violation of any regulatory Consent Order during the fiscal
year. (Include requirement standard and actual Performance. Cite official reports by title,
date, and location of original. Attach copy if practical.)

B. Other Key Performance Indicators

1. Report the actual performance for each of the key performance measures selected
annually per the Employee Bid.

2. Prepare a computation of the amount of funds to be transferred to the Assurance Fund in
accordance with Section 1.4 of this Employee Bid.

3. Maintenance Plan Status

Update key events since prior report to reflect planned and actual spending, disposition
of unspent funds, plus any adjustment to future year planning (e.g., trends indicate that
the Plan should be increased/ decreased as follow: Rationale: )

ITI. Narrative Description/Key Considerations

A. Describe how Budget Objective and key performance indicators were met.

B. Explain negative financial variances and Customer Support Standards not met. Include
assessment of causal factors and recommended corrective measures, if needed.

C. Discuss any unusual circumstances or assumptions not borne out and associated
recommendations regarding future plans and execution.
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Attachment

BID TO GOAL
ADJUSTMENT JUSTIFICATION FORM

(Include additional pages, if needed)

1. TYPE OF ADJUSTMENT (CIRCLE ONE)
Per MOU:

CIP Associated
Mandated changes in service levels
Changes in major NPE prices compared to Consumer Price Index, including postage
Changes in Assumed Quantifiable Level of Service
Breakdowns of major equipment or capital assets
Catastrophic acts of nature, terrorism or war
Changes in Law
Labor Cost adjustment resulting from collective bargaining agreements

Other (explain in detail)

2. ADJUSTMENT (a) CALCULATION and (b) JUSTIFICATION

(Cite and attach Director's Notice of Adjustment Materiality; expand if appropriate)

3. AMPLIFYING INFORMATION

(Cite and attach any related correspondence, minutes or meeting notes)
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3.1

SECTION 3
BASIS OF BUDGET OBJECTIVES

GENERAL

The Basis of the Customer Support Team’s Employee Bid presented in Section 2 of this document
summarized the responsibilities of the Customer Support Team. In essence, Section 2 presented the
terms and conditions that define the duties and responsibilities of the Customer Support Team to the
City. The Basis of the Budget Objectives in this Section 3 presents the key assumptions of each Section
of Customer Support and the basis for computation of the costs comprising the Budget Objectives for
each section. The following information is provided for each Section of Customer Support:

3.1.1

3.2
3.2.1

3.2.2

Significant Planned Initiatives or Improvements

Cost Assumptions

Divisional Cost Assumptions

The extent of the San Diego Water System for the purpose of determining the Budget
Objective for the Customer Support Team is defined in Sections 2.2.2 and 2.2.6 of this
Employee Bid.

The total of all fringe benefits paid to the Customer Support Team is 52.5 percent of the total
direct salaries and wages paid. Changes in this ratio of fringe benefit payments to direct
salaries shall result in a modification of the Budget Objective.

CUSTOMER SERVICES OFFICE

Significant Planned Initiatives or Improvements

The Customer Support Team shall implement the new Customer Information System (CIS).
The costs for hardware, software, and implementation consultants shall be paid by the Water
Department. The Customer Support Team shall be responsible for administration and
management of the CIS implementation program, and shall conduct employee training to
implement the system

Cost Assumptions

Vacancy Rate — 6 percent.
Overtime rate — 2 percent.

For Fiscal Year 2007, one Customer Services Supervisor, one Associate Management
Analysts, and one Sr. Customer Service Representative will be assigned for CIS
Implementation.

34



e For Fiscal Year 2008, one Customer Services Supervisor, two Associate Management
Analysts, and one Sr. Customer Service Representative will be assigned for CIS
Implementation.

o Postal Rates are based in actual rates in effect on July 1, 2006.
e Monthly Billing of all customers.
e Six Community Service Centers as of July 1, 2006.
3.3  FIELD SERVICES AND INVESTIGATIONS
3.3.1 Significant Planned Initiatives or Improvements
o For the Automated Meter Reading (AMR) system, see Meter services, Section 3.4, below.
3.3.2 Cost Assumptions
e Vacancy Rate — 6 percent.
e Overtime rate — 4 percent.
e Reclassification of all Meter Reader Positions to Field Representative Positions.
e Provide City vehicles for meter reading function in Fiscal Year 2008.

3.4  METER SERVICES
3.4.1 Significant Planned Initiatives or Improvements

e The Customer Support Team shall implement Phase I of the new Automated Meter Reading
(AMR) System for approximately 27,000  commercial meters (cycle 19 monthly read
accounts) and certain defined residential (bi-monthly read, including other difficult to read
meters, such as canyons and alleys) meters. The costs for hardware, software, metering
device purchase, and implementation consultants shall be paid by the Water Department.
The Customer Support Team shall be responsible for administration and management of the
AMR implementation program, and shall conduct employee training to implement the
system

3.4.2 Cost Assumptions
e Vacancy Rate — 6 percent.
e Overtime rate — 4 percent.

e Schedule for compliance with DHS Backflow requirements as encompassed in Compliance
Order #04-14-9600-022 is in 27 months from June 2007 through September 2009.

o The Budget Objective includes a one-time cost for $50,000 for a Deferred Maintenance
Fund. Any Funds assigned to the Corrective Maintenance fund for the Recycled Water
system that will be a Pass-Through cost.
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Designated Backflow devices that are currently tested, maintained, and certified by the
Customer Support Team will be transitioned to the appropriate private property owner for
testing, maintenance, and certification in accordance with the schedule of the Customer
Support Team by June 2007.

3.5 WATER RESOURCES MANAGEMENT

3.5.1 Significant Planned Initiatives or Improvements

The Management of the Community Forest Initiative shall be transitioned from Customer
Support Team responsibility in Fiscal Year 2007.

3.5.2 Cost Assumptions

Vacancy Rate — 2.5 percent.
Overtime Rate — 1.5 percent.

All costs paid to customers for water conservation voucher or incentive programs are Pass-
Through costs.

3.6 DIVISION ADMINISTRATION

3.6.1 Cost Assumptions

Vacancy Rate — 4 percent.
Overtime Rate — 1 percent.
One Program Manager Position transferred to Department Administration.

Payments to the City for rent for Customer Support Team activities are based on Fiscal Year
2006 levels with the current rental agreements extending until past the Term of this
Employee Bid. Any adjustments in the terms of the rental agreement during the Term of
this Employee Bid shall cause modification of this Employee Bid.

A Divisional Contingency has been provided in the Budget Objective. The Divisional
Contingency is to be compensation for unanticipated in-scope items. The Divisional
Contingency is computed based on approximately five (5) percent of the Non-personnel
Budget Objective and shall be treated as a Fixed Cost for computation of Additional
Savings.

The Pay-for-Performance line item in the Budget Objective shall be a Pass-Through cost.

3.7 OTHER WATER DEPARTMENT AND CITY ACTIVITIES

The Customer Support Team is necessarily dependent upon other Divisions of the Water Department
and other City Departments to support the activities associated with the Customer Support Team’s
Employee Bid. The purpose of this section is to identify those key “supplier” dependencies and to
state that any substantial failure of these “suppliers” to support the Customer Support Team as
described herein could be cause for renegotiation of either the cost or performance terms of this
Employee Bid.
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References are to existing City departments, including but not limited to the following. In the event
that these activities are re-organized or re-aligned within the City, such support shall be provided by
the successor City organization.

Basic Service Assumptions

From Departmental Information Systems/Computer Technical Support:
o Provide current level of support through life of agreement
From Water/Operations:

o Safety Program
o Meter Lid and Box Replacement Program
o SCADA Support for Recycled Water System

From San Diego Data Processing

o CIS Support
o Meter Reading Operations Support

From City Attorney:

o Provide advice and counsel as needed
o Pursue civil and criminal actions related to Code Enforcement
o Assistance to the Customer Support Team with matters before the Civil Service

Commission
From Purchasing Department:

o Provide guidance and support related to the purchase of materials and services

General Services:

o Equipment Division
o Central Stores

o Station 38

o Purchasing

From Personnel Department:

o Provide guidance and support related to the selection and promotional process;

o Provide specific required training for "performance appraisal" and "appointing
authority interview" processes

o Provide guidance and interpretation of Civil Service and Administrative rules and

regulations
o Provide general personnel support including generating recruiting announcements,
providing selection protocols, notifications of ineligibility, etc.

From Risk Management:

o Provide current level of support through life of agreement

37



From Departmental Human Resources:

Coordinate Medical Program

Support to Fact Findings

Provide Departmental Payroll Functions

Tracking Performance Evaluations

Provide Mandatory Training Program

Manage Certification Program

Coordinate Rewards and Recognition Program

Assist in Tracking Departmental Vacancies

Manage Reduction-In-Force Issues

Manage centralized Laborer processes

Provide guidance and support related to selection and promotional processes

Provide required training for "performance appraisal" and "appointing authority.

interview" processes

Provide guidance and interpretation of Civil Service and Administrative rules and

regulations

o Provide general personnel support including generating recruiting announcements,
~ providing selection protocols, notifications of ineligibility, etc.

o Water Systems Technician program support.

OO0 0000000 O0O0O0

O
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SECTION 4
DEFINITIONS AND INTERPRETATION

As used in this Employee Bid, the following terms shall have the meanings set forth below:

"Agreement Date" means the date the MOU and Employee Bid are executed by the parties
hereto.

“AWWA” is the acronym for American Water Works Association.

“Applicable Law" means any law, rule, code, standard, regulation, requirement, court decree,
court order, court agreement, permit, action, determination, guideline, or order of, or any Legal
Entitlement issued by, any professional or industry organization or society or any Governmental
Body having jurisdiction, applicable from time to time to any of the activities associated with the
construction, operation, maintenance or repair of the System, the delivery, treatment, storage or
supply of water, the transfer, handling, transportation or disposal of residuals, and any other
transaction, matter or obligations of the parties contemplated hereby, without limitation, any of the
foregoing which pertain to water treatment, residuals, health, safety, fire, environmental protection,
labor relations, and building codes).

“Assumed Qualitative Level of Service” means detailed projections concerning various
measurable characteristics that define the existing System under this Employee Bid. The Assumed
Qualitative Level of Service, expected to be managed by the Customer Support Team, were

~developed for preparing the BID. Significant changes in the Assumed Qualitative Level of Service
values will impact the costs of providing customer services and are grounds for renegotiation of the
BID.

“Assurance Fund” means a separate monetary fund created from savings derived by the
Customer Support Team as defined in the Bid to Goal Memorandum of Understanding.

“Best in Class” means achieving the top performing quartile in relevant performance
measures reported in the QualServe program.

“Bid to Goal MOU” means the Memorandum of Understanding (MOU) concerning the Bid
to Goal offer of the Customer Support Team which was approved by the Mayor and City Council and
is attached in Appendix A.

“Budget Objective” means the total annual compensation paid to the Customer Support
Division to operate, maintain and manage the in-scope activities of the Customer Support Team in
accordance with this Employee Bid, for each fiscal year during the term of this agreement. The
Budget Objective includes the in-scope costs of operations, maintenance and management, the Pass-
through Costs, the divisional contingency, and the allowance for inflation. The Budget Objective is
the compensation the Customer Support Team will be paid for the services they provide, and shall
not be changed, except as provided in the MOU and this Employee Bid. Refer to Section 1.3 of this
Employee Bid for definition of the components of the Bid Objective, specifically the Fixed Bid
Objective and the Pass-Through Bid Objective.
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“CDHS” means the State of California, Department of Health Services.

“Capital Breakdown” is defined in the Performance Specification for Maintenance paragraph
of the Employee Bid.

“Change in Law” means generally any of the following events which occur after the agreement

date:

a) the promulgation, modification or written change in interpretation by a controlling authority
of any applicable law unless the System had notice or should have had notice of such change
as of the date of this agreement; or

b) the order or judgment of any court or other controlling authority as long as it was not the
result of a willful or negligent act or lack of reasonable diligence by a party to this
agreement; or

c) the denial of a permit application or the inclusion of a new relevant condition in the City’s
permit as long as such denial is not the result of a willful or negligent action or lack of
diligence by a party to this agreement.

"City" means the City of San Diego, California.

“Closing Read” means a read obtained as needed or on customer request for purposes of
account closing final bill.

“CMUA?” is the acronym for California Municipal Utilities Association.

“Code Compliance Inspection” means any inquiry into potential municipal, federal or state
Code violations.

“Construction Reimbursable Services” means the services provided by the Customer Support
Team for approved work on the System requested by a non-Water entity, such as a contractor or a
developer, or another City department for which Customer Support costs are not reimbursed. The
Water Enterprise Fund, the Water Department, or the Clty may be reimbursed for Construction
Reimbursable Services.

“Corrective Maintenance” is defined in the Performance Specification for Maintenance
paragraph of the Employee Bid.

“Customer Support” means all facilities, employees and functions of the in-scope Customer
Support Division activities.

“Customer Support Management Team” means the Deputy Director and the Assistant Deputy
Director.

“Customer Support Team” means the Management Team of Customer Support and the
employees of the in-scope Customer Support Division activities, as represented by Local 127 of the
American Federation of State, County, and Municipal Employees (AFSCME Local 127), the San
Diego Municipal Employees Association (MEA), and including other classified Unrepresented
employees.

“CUWA?” is the acronym for California Urban Water Agencies.

“CUWCC? is the acronym for California Urban Water Conservation Council.
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“Difficult to read meter” indicates a meter that has been skipped for three consecutive
reading cycles. This can be used as criteria for executing Customer Support Team discretion to
convert the meter to AMR.

“Mayor” means the Mayor or his/her designee.
“Misread” means a reading or inputting error by the meter reader.

"Notice to Proceed" means those written instructions issued by the City to the Customer Support
Team, requiring the Customer Support Team to commence operation of the System.

“Pass-Through Costs” means the amount equal to the actual and direct expenses (without
markup for profit, administration or otherwise) paid by the Customer Support Team to the City or to
unrelated third parties.

“Preventive Maintenance” is defined in the Performance Specification for Maintenance
paragraph of the Employee Bid.

“Prudent Industry Practice” means these methods, techniques, standards and practices which,
at the time they are to be employed hereunder and in light of the circumstances known or reasonably
believed to exist as such time, are generally accepted as prudent in the municipal water industry as
practiced in the southern California region.

“Re-read” means investigation based on an apparent misread.
“Risk Management” is defined as the City of San Diego Risk Management Department.

“Routine Maintenance” is defined in the Performance Specification for Maintenance
paragraph of the Employee Bid.

“Service Level Requirements” is defined as the primary service levels of core Customer
Support functions that must be maintained at current standards, or better, as provided in this
Employee Bid.

“Service Territory” means the City of San Diego, portions of San Diego County and all other
territory in which customers are served by the Water System during the term hereof.

“Skipped Meter” means an attempted read that could not be obtained for established reasons,
such as construction or meter damage. A Skip Code is entered in the meter reading hand held device.

“Skip Code” means a numerical code entered providing the reason why a meter reader did
not read the meter.

“Solid Waste” means any material waste remaining from operations and maintenance, and
administrative activities.

“State” means the State of California.

“Substantial Conformance” for purposes of this Employee Bid conveys the Customer
Support Team’s intent to achieve the Service Level Requirements as outlined in this document and
that due to unforeseen circumstances these requirements may be largely but not wholly met.
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“System” means the following assets of the Water Department which are included in the
scope of services for operation services under this Agreement: 1) Meters, vaults, service lines,
backflow prevention devices, recycled water mains, valves, reservoirs and pumping stations,
vehicles, computer hardware and software, tools and equipment allocable to Customer Support,
together with all fixtures, equipment, tools and other property stored on or constituting the Customer
Support Division sites.

“Uncontrollable Circumstance” means generally any of the events or conditions defined in
the MOU and having a material and adverse effect on the performance by the parties of their
respective obligations under this Agreement, or on its operation, maintenance or management of the
System.

“Utilities” means any and all utility services and installations whatsoever (including gas,
water, sewer, telephone, and telecommunications), and all piping, wiring, conduit, and other fixtures
of every kind whatsoever related thereto or used in connection therewith.

“Water Department" means the City of San Diego Water Department.

“Water Conservation Program” also refers to the Customer Support’s Water Resources
Management Program.
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(R-2007-678)

RESOLUTION NUMBER R- 302551

DATE OF FINAL PASSAGE

RESOLUTION RATIFYING A MEMORANDUM OF
UNDERSTANDING AND IMPLEMENTING A BID TO GOAL
PROGRAM FOR THE WATER DEPARTMENT CUSTOMER
SUPPORT DIVISION FOR FISCAL- YEAR 2007
WHEREAS, the Water Department Customer Support Division has drafted a
Memorandum of Understanding relating to customer suppoﬁ services for the Water Department
of the City of San Diego, entered into between the Mayor of the,‘City of San Diego [City], the
Water Department Director, the management team and employees of the Cuétomer Support
| Division [Customer Support Team], comprised of classified Unrepresented employees and
employees represented by the Municipal Employees Association and Local 127 of the American
Federation of State, County and Municipal Employees, which requires the City Council's
ratification before it can become effeqtive;
WHEREAS, the Memorandum of Understanding will allow the submission of a bid to
provide customer support services for the Water Departmeﬁt Customer Support Division;
WHEREAS, on July 26, 2006, the Natural Resources and Culture Committee approved

the implementation of the Bid to Goal program as an optimization strategy for the Water

Department Customer Support Division in Fiscal Year 2007; NOW, THEREFORE,

BE IT RESOLVED, by the Council of the City of San Diego, as follows:

1. That the Memorandum of Understanding for the Bid to Goal program for the

Water Department Customer Support Division, as set forth in Rﬁport to the City Council No. 06-

099 and on file in the office of the City Clerk as Document No. 3 0 2 5 5 .ﬁs hereby ratified;
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2. That in order to implement Bid to Goal as an optimization strategy in the Water
Department Customer Support Division in Fiscal Year 2007, the Mayor or his designee is hereby
authorized and empowered to execute, on behalf of the City, a responsible agreement in
connection with the provision of customer support services for the Water Department Customer
| Support Division;

3. That this activity is not a project and is therefore not subject to the California

Environmental Quality Act [CEQA], per CEQA guidelines Section 15060(C)(2).

APPROVED: MIC

JAEL J. AGUIRRE, City Attorney

{ .
Y
“Raymond C. Palmucci

Deputy City Attorney

RCP:js
12/27/2006
Or.Dept: Water
R-2007-678

I hereby certify that the foregp; ion was passed by the Council of the City of San
. Diego, at this meeting of ,E\B% 5 %%W .

ELIZABETH S. MALAND
City Clerk

DeputIy' ditﬁlery

Approved: é < 2/7 - B?

(date) JERRY SAKDERS, Mayor

Vetoed:

(date) JERRY SANDERS, Mayor
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